
April 13, 1999

Ms. Magalie Roman Salas RlEceillSSecretary "j\,:Kt:l" FILE COPY ORIGINAl A .D
Federal Communications Commission a-.. PR 1310t)n
445 12th Street, S.W. ~~ \7:JJ

Room TW-B204E ..:-:::~~;
Washington, DC 20554 -~JwT,.

Re: Proposed Global Venture Between AT&T Corp. and
British Telecommunications pIc, IB Docket No. 98-21

Dear Ms. Salas:

AT&T Corp. and British Telecommunications pic announced their plans
for an international services joint venture ("Global Venture") on July 26, 1998. As
demonstrated in Public Interest Statement filed with the pending Section 214 and license
assignment Applications, the Global Venture promises substantial public interest benefits
through increased competition and innovation in the provision of international services,
including global corporate communications services. Two weeks ago, the European
Commission ("EC"), after an "in-depth" inquiry, approved the Global Venture. The EC
confirmed what Applicants have previously shown in their detailed submissions here: the
provision of global communications services to multi-national corporations ("MNCs") is
a "dynamic market" populated by "a number of competitors" as well as "a substantial
number of potential competitors." See March 30, 1999 EC Press Release ("EC Press
Release") (copy attached).

To assure that the Commission can approve the pending Applications as
expeditiously as possible, Applicants are submitting this letter to respond to contrary
assertions made by Cable & Wireless pic ("C&W") in its February 17, 1997 Reply
Comments ("C& W Reply") and in ex parte meetings with the Commission's staff. The
C&W Reply makes a series of unsupported claims that the Global Venture will somehow
undermine the intense existing competition to supply global services to MNCs. For the
reasons set forth in Applicants' previous submissions and reiterated in further detail in
this letter, C&W's contentions are baseless.

C&W claims that "it is clear that the elimination of competition between
AT&T and BT in the MNC market would seriously undermine the competitiveness of
that market." C&W Reply at 9. Tellingly, C&W does not support this claim with a single
reference to any actual market data. Instead, C&W offers only a series of unsubstantiated
- and untrue -- assertions that it urges the Commission to accept on faith. More
fundamentally, C&W's assertions raise essentially irrelevant side disputes over such
matters as whether the number of current global services suppliers is "only" five or more
than a dozen, whether these suppliers compete for the business of 500 "truly global"
MNCs or the tens of thousands of enterprises with significant transborder
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telecommunications needs, and how large an initial share of this business the Global
Venture is likely to obtain. Resolution of these "disputes" simply has no pertinence to
the only relevant question before the Commission: whether the Global Venture will have
any ability and incentive to impede competition and harm the interests of consumers (as
opposed to those of C&W as a competitor). On that score, both the unrebutted record
evidence and the Commission's own prior decisions firmly establish that the Global
Venture will have no such ability. As the Commission has repeatedly recognized, no
firm can exercise market power over sophisticated large business customers where, as
here, other strong carriers have ready access to capacity and other inputs required to offer
those businesses competing services.

Nonetheless, for the convenience of the Commission, Applicants briefly
address C&W's principal assertions and catalogue the evidence that refutes them. For
example, C&W falsely contends that each of the joint venturers (AT&T and BT) is
currently the other's principal global services competitor, and that the Global Venture
will thus eliminate substantial existing competition. Applicants explained why that is not
true both in their November 10, 1998 Public Interest Statement ("Pub. Int. Stmnt. ") and in
their February 17, 1999 Reply Comments ("Applicants' Reply"). In short, neither AT&T
nor BT has anything close to global network coverage today. For that reason, both
companies (like other suppliers of global services to MNCs) have typically relied on
alliances with other carriers - e.g., World Partners in the case of AT&T and Concert in
the case of BT, see Pub. Int. Stmnt. at 13-14 -- to provision global services to MNCs.
Not surprisingly, in marketing these services AT&T has focused its efforts in North
America, and BT has focused its efforts in Europe. Thus, AT&T, as the distributor of
World Partners global services in the United States, for example, almost never finds itself
in direct head-to-head competition with BT to supply the global services requirements of
U.S.-based MNCs. Rather, the competing bidders generally include (among many
others) MCI, Concert's original U.S. distributor. This intense head-to-head rivalry
between AT&T and MCI will continue as the Global Venture competes with the new
MCI WorldCom. Indeed, providing a strengthened competitor to MCI WorldCom, which
has a significant headstart in developing a global IF-based network, is among the more
important public interest benefits of the Global Venture. See Pub. Int. Stmnt. at 14;
Applicants'Replyat 13, 24-25.

Before the Global Venture, each of the three largest U.S. carriers (AT&T,
MCI, and Sprint, the North American distributor of Global One services) was associated
with a separate international alliance. The same will be true after the Global Venture is
consummated. Thus, as Applicants have explained, the Global Venture is properly
viewed as a reshuffiing of existing alliances, not a combination of two head-to-head
competitors. See Pub. Int. Stmnt. at 12-14, 19; Applicants' Reply at 18 ("AT&T is exiting
its informal alliances with other European carriers and establishing a venture with BT
instead. Similarly, now that MCI has abandoned BT and merged instead with
WorldCom, BT is obtaining a different U.S. partner").

In this regard, it is critical to recognize that Concert, launched by MCI and
BT at the beginning of 1995, never existed without a strong U.S.-based joint venture

2



owner/distributor. In BTIMCl II, the Commission held that BT, on its own, was not then
and was not likely to become a significant competitor for U.S.-originating international
services, either to multinational customers or in the mass market. 1 Since that decision
was issued, actual experience has demonstrated that this factual conclusion continues to
be correct. Thus, when it became clear last year that the long-term interests of MCI and
Concert were no longer consistent, Concert appointed BT North America ("BTNA") and,
shortly thereafter, AT&T, as additional non-exclusive U.S. distributors of Concert
services. 2 Notwithstanding powerful incentives and determined efforts, BTNA, with its
limited U.S. distribution presence, has, since last September, won less than 5 percent of
Concert's new U. S.-based customers.

In these circumstances, C&W's focus on "the elimination of competition
between AT&T and BT," C&W Reply at 9, is untenable. It is also irrelevant. Pro­
competitive joint ventures often eliminate some actual or potential competition between
the joint venturers. As the Commission, other regulators, and the courts have consistently
recognized, that is entirely unobjectionable so long as the relevant markets remain highly
competitive? And, the global corporate communications services market unquestionably
will remain highly competitive. Indeed, if anything, it should become more competitive,
because the Global Venture will be far more effective in meeting promptly the IP-based
competition from MCI WorldCom and others than either of the venture partners could be
alone.

C&W complains that "only [] a 'handful''' of effective competitors will
remain. See C&W Reply at 9. As the Commission has held, however, a "handful" of
competitors is more than adequate to assure competitive market outcomes where, as here,
customers are highly sophisticated repeat players that employ outside consultants, in-

1 Merger ofMCI Communications Corp. and British Telecommunications pic, 12 FCC
Rcd 15351, 15400-402 (1997) ("BTIMCl IF').

2 Prior to September 15, 1998, MCI was the exclusive distributor of Concert services in
the U. S. BT, including its U. S. arm BTNA, was not permitted actively to approach
customers in the US, and could make only "passive" sales (i.e., sales when a customer
specifically came to BTNA rather than MCI) of Concert services in the U.S. On
September 14, 1998, the merger of WorldCom and MCI was consummated, MCI
WorldCom bought out BT's shares in MCI, and BT bought out MCl's shares in Concert.
On the following day, MCI WorldCom became a non-exclusive distributor of Concert
services in the U. S.

3 See, e.g., Memorandum Opinion and Order, In re NYNEX Corporation And Bell
Atlantic Corporation For Consent To Transfer Control Of Nynex Corporation And Its
Subsidiaries, 12 FCC Rcd. 19985 (1997); Declaratory Ruling and Order, In re Request of
MCl Communications Corporation British Telecommunications pIc, 9 FCC Rcd. 3960,
3970 (1994).
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house experts, intensely competItive bidding processes and multi-sourcing. 4 In
particular, the Commission so held in 1997 when it approved the BT/MCI merger
notwithstanding a finding that there were only "a handful of major competitors world­
wide in the global seamless services market." BTIMCI II, 12 FCC Rcd. at 15388
(identifying as "major" competitors the three competing international alliances in which
AT&T, MCI and Sprint participate). The Commission noted then that additional
alliances were likely to emerge, see id., and events since the Applications were filed
confirm that competing global services alliances - including QwestlKPN, Global
Crossing/Frontier, and GTSlEsprit - continue to form and evolve at a remarkable pace. 5

In all events, whatever the circumstances in 1997, C&W's claim that the
global corporate communications services market today is populated by only a handful of
competitors is demonstrably untrue. Applicants have previously identified well over a

4 See, e.g., Tom K. Willard, Antitrust Enforcement: Department Of Justice, FTC, State
Attorneys General, And Private Parties, Practising Law Institute, Corporate Law and
Practice Course Handbook Series (1994) ("the risk of anticompetitive harm ... will be
small even if the merger would eliminate one of a handful of competitors in a highly
concentrated product market [if buyers] elect to engage in large, multi-unit/multi-year
procurements and employ a bidding mechanism to select a single (or primary) supplier");
United States Department of Justice and Federal Trade Commission Horizontal Merger
Guidlines (1992; revised in 1997) at n.15 ("Where all firms have, on a forward-looking
basis, an equal likelihood of securing sales, the Agency will assign firms equal shares");
United States v. Baker Hughes, Inc., 908 F.2d 981 (D.C. Cir. 1990) (noting that "the
sophistication and bargaining power of buyers playa significant role in assessing the
effects of a proposed transaction," and refusing to enjoin a transaction in part because
buyers often required multiple, confidential bids); see also Affidavit of John Finnegan
(attached to Applicants' Reply).

5 See, e.g., Press Release, "Global Crossing and Frontier Announce $11.2 Billion
Merger" (March 17, 1999) (http://www.globalcrossing.bin/pr_031799.html); EQUANT
Buys Telecom Arm ofFrance's Rhone-Poulenc, Telecommunications Reports (April 27,
1998) http://www.tr.com/tronline/trI1998/tr8017/tr801706.htm; Voice & Data, GTS and
Espirit Telecom to Merge, Globe Watch (Jan. 1999) http://www.voicendata.com/jan99/
gwatch.html; Company News Press Releases, GTS Completes Acquisition of NetSource
Europe ASA, (Dec. 2, 1998) http://www.gtsgroup.com/news/acqnetcource.html; Qwest,
Dutch Carrier KPN Form IP Network Venture, Telecommunications Reports (Nov. 23,
1998) http://www.tr.com/tronline/trI1998/tr8047/tr804719.htm; Press Release, STAR
Telecom Announces Record Revenues and Net Income For Fourth Quarter and Year at 2
(March 1, 1999) (STAR completes purchase of PT-l Communications); Press Release,
STAR Telecom and Worldport Communications Sign Letter OfIntent For Pan-European
Fiber Capacity at 1 (Feb. 22, 1999) http://www.startel.com/worldport1.html; Press
Release, Teleglobe Reports 32% Increase in Third Quarter Earnings Per Share Total
Traffic Up 25% at 2-3 (Nov. 5, 1998) (Teleglobe and Excel Communications complete
merger).
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dozen competitors in addition to the AT&T, MCI, and Sprint alliances. Although neither
Applicants nor anyone else has access to the information that would be needed to conduct
an exhaustive analysis of each competitor's market position, the publicly available data
provided in Applicants' previous filings relating to these companies' networks, MNC
customers and financial results leave no room for doubt that these additional suppliers are
competing quite successfully to serve MNCs' global services needs. See Pub. Int. Stmnt.
at 19-21; Applicants' Reply at 12-14, 16-17.6

Indeed, even C&W must acknowledge that there are a vast array of firms
participating actively in the MNC market. C&W is, in the end, thus reduced to relegating
these firms to "non-major" status, which, in C&W's view, applies to any supplier that
does not "offer [] most or all of the global services on a facilities basis through a meshed
network architecture ... in a single bid." C&W Reply at 7. But if that were the
applicable test, all the world's suppliers would be "non-major," for neither the Global
Venture, MCI WorldCom, nor Global One would satisfy C&W's definition of a "major"
supplier. Further, C&W is simply wrong in asserting that carriers with limited facilities
and geographic scope cannot offer MNCs "comparable savings.,,7 MNCs are careful
shoppers who take full advantage of the many competitive alternatives that are presently
available and who routinely seek and accept bids from carriers C&W would have the
Commission ignore. That should be evident from the "non-major" suppliers' reported
revenues (which are growing at extraordinary rates and obviously represent some
customers) and their inclusion in the few available industry market studies,8 and it is
confirmed by the actual experience of AT&T and BT. In this regard, although MNCs do
not generally disclose to one potential supplier a list of other potential suppliers who have
been asked to submit bids, Applicants' informal review of their own records confirms
that in the past year alone one or both of them have competed against Qwest, KPN, Level

6 Considerable information about many of the global services suppliers is available on
their corporate websites. See, e.g., http://www.ac.com/services/communications/comm_
home.html; http://www.eds.com/; http://www.geis.com/; http://www.gtsgroup.com/; http:
IIwww.infonet.com/; http://www.qwest. net/press/kpnqwest. html; http://www.psi.net/;
http://www.telecomitalia. ittenglish/index.html; http://www.teleglobe.com/; http://www.
telegroup.com/; http://www.ixnet.com/network.html; http://www.leve13.com/; http://
www.telefonica.es/foreign/foreign.htm; http://www.igcofga. com/index. shtml; http://
www.pgexch.com/; http://www.primustel.com/; http://www.colt-telecom.com/.

7 Some formidable competitors, including Andersen Consulting and EDS, have relied
primarily on facilities owned by others. And, so far as Applicants are aware, every
supplier ofMNC services buys or leases from other carriers to some degree.

8 See, e.g., The Global Market For Managed Network Services 1998: The Current
Market (CIT Research) at Chapter 5, pp. 140-41 (listing 22 service providers operating in
the NAFTA region with global reach and 30 others with smaller service areas); id pp.
163-65 (listing 26 service providers operating in Europe with global reach and 53 others
with smaller service areas); id. pp. 184-85 (listing 12 service providers operating in Asia
with global reach and 47 others with smaller service areas).
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3, Compuserve, Infonet,9 EDS, Andersen Consulting, GElS, KDD, Saturn Global
Network Services, Hermes, Telia, Hong Kong Telecom, New Zealand Telcom,
Telefonica, Teleglobe, PSINet, Siemens, Stratos, Swift, Telecom Italia, Primus, COLT,
and Energis (and consortia of these and other carriers), among others (and in addition to
Global One, SITA/Equant and C&W), for sales of global corporate communications
services. Suppliers that do not qualify for C&W's handful of "relevant" competitors are
not only routinely invited to bid, they win contracts. The limited information available to
AT&T and BT confirms that even with respect to the largest MNC customers (e.g.,
members of the Fortune Global 500), there are well over a dozen different suppliers that
serve as the "primary" global services supplier to one or more of these MNCs.

Of course, a focus only on competitors who serve as "primary" suppliers
to MNCs undoubtedly understates the intensity of existing competition and the role
played by newer and smaller carriers and alliances. Applicants have provided the
Commission with sworn testimony that "multi-sourcing," which allows customers to
"directly compare the quality and cost" of two or more service providers "is widely
employed by MNCs." Finnegan Aff. at ~~ 4, 9. 10 C&W has offered no contrary record
evidence. The prevalence of this multi-sourcing partly explains why smaller, newer and
niche carriers have been so successful - an MNC can take a chance on a "non-major"
carrier without significant reliability or quality risk by awarding that carrier a short-term
contract to supply a portion of the MNC's global services requirements. If the new
supplier performs well, the MNC can then consider expanding that supplier's role. In
short, smaller carriers with continental, national, and niche network service capabilities
can and do compete to offer portions (or, through alliance bidding, all) of an MNC's
global communications needs.

The same evidence refutes C&W' s unsupported assertion that there is
some undefined subgroup ofthe largest "truly global" MNCs that can be supplied only by
AT&T, BT, and the other members of the "handful." Even a myopic focus solely on the
Fortune Global 500 companies would confirm not only that competition among the
AT&T, MCI, and Sprint alliances for those customers' business is intensely competitive ­
- and itself more than adequate to assure competitive market outcomes -- but that those
customers also seek bids from and award contracts to smaller carriers and alliances. 11

9 Infonet is a privately held enterprise owned by a number of foreign carriers. See
http://www.infonet.com/corporate.html. A majority interest is held by Unisource
shareholders Telia, KPN Telecom and Swisscom. See http://www.unisource.com
/about/default.htm. AT&T has no ownership interest in Infonet.

10 More specific information relating to particular customers' practices is obviously
proprietary, but AT&T and BT, based on their actual experiences in selling global
services to MNCs, assure the Commission that MNC customers routinely purchase global
services from multiple carriers and alliances, dividing the business by region, type of
service, and even among different suppliers of the same service in the same region.

11 For example, Applicants provided three illustrative lists of large MNCs served by
Global One, WorldCom, and Equant. Most of those companies are Fortune Global 500
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C&W' s assertion also ignores the economic realities of both supply and demand. On the
supply side, a global services supplier employs the same facilities and capabilities,
regardless of the size of the MNC or whether it counts itself among the Global 500 (and
suppliers will continue to do so as IF networks are deployed). On the demand side,
Global 500 and smaller MNCs alike buy and utilize managed data and voice services
with the same basic features and functionalities whether provided by WorldPartners,
Concert or any of the many other suppliers of those services. Indeed, the facts that
AT&T and BT together currently sell global services to thousands, not hundreds, of
MNCS,12 and that the Global Venture has publicly announced that its services will be
marketed to the full range of MNCs (numbering in the tens of thousands), demonstrates
that there is no basis to fabricate such artificial market segments. 13

companies, including: American Express, Bayerische Verinsbank, BMW/Rolls Royce,
BP Oil International, British Airways, Chase Manhattan Bank, Commerzbank AG, Credit
Lyonnais, Delta Air Lines, EDS, Ericsson, Generale de Banque, Hewlett Packard, ING
Bank, JP Morgan, Lufthansa, Mercedes-Benz, P&O, Rhone-Poulenc, Rockwell,
Samsung, Shell, Societe General, Swiss Re, UBS, Unilever, Volvo, and Xerox. See
Applicants' Reply at 16-17. Additional example MNC customer lists are also available
on many carriers' web pages.

12 The "250 accounts" referenced on the Global Venture's web page include only MNCs
in three target industries that will be served directly by the Global Venture. The Global
Venture's distributors, including AT&T and BT, will market global services to the other
thousands of MNCs around the world. See http://www.att-bt-globalventure.com/news/
index.html. See also Applicants' Reply at n. 32 (citing public sources concluding that
there are more than 40,000 transnational corporations).

13 C&W misleadingly claims that "global reach" in the form of "bilateral relationships"
with foreign correspondents gives AT&T and BT "greater opportunities" to provide
global services to MNCs. See C&W Reply at 8. As the Commission has held, many of
AT&T's U.S.-based competitors have substantially the same "reach" as AT&T (as do
many foreign carriers). See Order, In re Motion of AT&T Corp. to be Declared Non­
dominantfor International Service, 11 FCC Rcd. 17963, 17981 at ~ 50 (1996), recon., 13
FCC Rcd. 21501 at ~ 18 (1998). More importantly, a global services supplier does not
typically rely upon conventional correspondent relationships, but instead enters into more
particularized arrangements or acquires (through IRUs or otherwise) access to the
underlying international facilities at the foreign end. In this regard, it is worth noting that
AT&T has arrangements to provide the frame relay services typically demanded by
MNCs to only about 40 countries, and that most of those arrangements are through its
alliances with foreign carriers. Compare http://equant.com/home.htm ("Equant, the
world's leading provider of seamless international data network services to multinational
businesses today achieved another industry first by making its frame relay service
available in over 100 countries worldwide"). The other "advantages" C&W attributes to
AT&T and BT are equally emphemeral. See C&W Reply at 8-9. Applicants have
previously explained why other competitors are in no way disadvantaged by AT&T's or
BT's domestic market positions, reputations, track records and "familiarity" with
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Finally, C&W predictably finds fault with the market definition referenced
in Applicants' submissions. As Applicants' explained in their January 19, 1999 Letter,14

however, their "global corporate communications services" definition has its genesis in
the Commission's own recent decisions, which have consistently analyzed the "global
seamless services" market. 15 Applicants have employed their slightly different label only
because undue emphasis on "seamlessness" and "one-stop shopping" can, as the C&W
Reply illustrates, foster confusion regarding how the MNC business actually operates.
Many MNC customers (big and small) value "seamlessness" (for reliability) and "one­
stop shopping" (for simplified contracting, billing and service monitoring), but they just
as certainly value multiple sourcing (for security, reliability, and the fostering of
competition among suppliers), price, quality, and service. Each MNC weighs these and
other factors differently according to its own individual needs, and balances them to
determine which single supplier or mix of suppliers best meets those needs. Plainly, it
would be inappropriate to define the MNC market rigidly, as C&W urges, to require
"one-stop shopping" and "seamlessness" (even ignoring that no carrier can offer the latter
feature on a single wholly-owned end-to-end global basis to every customer today).
Rather, customers may (and do) multi-source by region or product line and still seek one­
stop-shopping/seamlessness with respect to each region or product sourced. Accordingly,
popular press accounts that customers want "one-stop-shopping" should not be equated
with some inflexible customer demand for a single "super-network" that carries end-to
end simultaneously all of the customer's voice, data, intranet, extranet, and other traffic.

customers - whatever the importance of such attributes in serving the mass market, large
corporate customers choose the suppliers that offer them the best combination of quality,
capabilities and price. See Applicants' Reply at 8-10, 15-17. In this regard, C&W's
suggestion that neither it nor the many other large corporations that supply global
services have the "capability" or "sufficient personnel" even to bid for MNC business is
absurd. Finally, C&W has it exactly backwards in claiming that the fact that AT&T and
BT have older networks that support "older protocols" gives them an unspecified
advantage over competitors with more modern networks. As MNCs (and other
customers) increasingly demand IP-based services, it is AT&T and BT that are at a
disadvantage (and, indeed, are frequently not even asked by MNCs to bid on IP-based
services). The need to overcome that critical disadvantage was among the primary
motivations for the joint venture. Further, even customers that have not yet made the
move to IP have not hesitated to switch their business to one of the many other carriers
that support frame relay, X.25, ATM and other protocols. See, e.g., Affidavit of John
Finnegan at ~~ 8-9 (attached to Applicants' Reply). See also carrier websites (listing
service offerings).

14 Letter from M. Schneider and D. Lawson, AT&T Counsel, to M. Salas, Secretary,
FCC (Jan. 19, 1998) ("Jan. 19, 1999 Letter").

15 See Jan. 19, 1999 Letter at 3 (citing BTIMCI II, 12 FCC Red. At 15377).
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No such networks are available today,16 and, if they were, large MNC customers have, as
noted above, stated that they do not generally want to be dependent on a single carrier. 17

It is equally important to recognize that "global" does not mean that the
market is limited to customers that need service everywhere. There are few (if any) such
customers. Rather, the word "global" in global corporate communications services refers
to customers that desire service anywhere they are located (to the extent practical)
whether they have two locations or 1000. In sum, Applicants have appropriately
analyzed the global corporate communications services market consistent with the
competitive and economic realities and the Commission's prior precedents.

Of course, market definition and share analysis are typically as much art
as science, particularly where, as here, the markets in question are dynamic and evolving
and only some verifiable market data is publicly available. C&W seeks to take advantage
of the fact that in the face of such uncertainty, nitpicking is possible with any market
share study. As C&W's own failure to produce a shred of competing analysis
demonstrates, however, such criticisms are as difficult to substantiate as they are to
disprove with certainty. Here, of course, the available public information suggests a
combined market share so low that one would have to identify very substantial errors to
raise a market share issue warranting additional market power analysis in any
circumstances. 18 And, as the EC recently held, the competitive dynamic of this market is

16 To the extent that any carriers come close to possessing such a network, those carriers
are Equant, followed by C&W and MCI-WorldCom, not AT&T and BT.

17 Nor is it true that MNCs are likely to change course and suddenly shun any supplier
that cannot offer seamless "one-stop shopping" over the supplier's own facilities. See
C&WReply at 6-7. As one leading industry newsletter recently reported: "more than half
of large businesses surveyed don't want one-stop shops, and most have already chosen
multicarrier relationships. Multinational corporations' fears about putting all of their
eggs in one basket will inhibit the success of ... one-stop-shopping plans." See Forrester
Research, Telecom Strategies, "MCI WorldCom's Encore" at 5 (December 1998).

18 Applicants pointed out in their Jan. 19, 1999 Letter that the CIT and McGraw Hill
studies on which the 10 percent share is based improperly exclude self-provision in the
denominator and include AUCSIWorldPartners and Concert sales not appropriately
attributable to ATT and BT in the numerator. Both errors would tend to inflate the
AT&TIBT share. To be sure, there may be errors that cut the other way. For example,
AT&T's proprietary internal estimate of its own sales is higher than the CIT estimate.
But even assuming that CIT did not underestimate other carriers' revenues to the same
(or an even greater) degree, the calculated combined share on the CIT base would still be
less than 10 percent. Similarly, even if one simply lumped CIT's estimates of ffiM
revenues with the CIT estimates of AUCS/WorldPartners and Concert revenues, the
combined share would be only about 13.5 percent. That would grossly overstate the
relevant share given that the liM accounts transferred to AT&T (and, it is important to
recognize that the largest accounts remained with liM) are largely domestic and involve
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such that there would be no plausible market power concerns even if Applicants' public
data-based market share estimate were low by afactor of three to five. Positing a "worst­
case" market share figure of 30-50%, the EC nonetheless approved the Global Venture,
recognizing that in a "dynamic" market with large business customers, "a number of
competitors," and "a substantial number of potential competitors," even a carrier with a
share that large would have no ability to effect price or output. See EC Press Release at
1.19 That is precisely the approach the Commission has consistently taken in similar
situations. As the Commission has explained, where, as here, there are multiple strong
competitors competing for the business of sophisticated large business customers, no
carrier can conceivably impede competition absent control over the cable and other
facilities used to provide those services. See Jan. 19, 1999 Letter at 5; Applicants' Reply
at 10-12 (citing BT/MCI II and MCI WorldCom Merger Order). C&W does not even
attempt to argue that Applicants have any such bottleneck control. In fact, Global
Crossing has just announced plans to deploy Atlantic Crossing 2, a 2.5 terabit-per-second
cable that has 25 times the current capacity ofall existing trans-Atlantic cables. See Press
Release, "Global Crossing To Add New 2.5 Terabit-Per-Second Atlantic Cable Huge
Capacity, $500-Million Cable Will Meet Soaring Demand in Europe," (March 24, 1999)
(http://www.globalcrossing.bin I.pr_032489html).

For all of these reasons, the Commission should summarily reject C&W's
baseless claims, grant the requested authorizations, and permit Applicants to commence
expeditiously the development and provision of new, competitive international facilities
and global services.

higher-level managed services built on frame relay and other lower-level services
purchased from other carriers, including AT&T. See also Jan. 19, 1999 Letter at 1-3
(explaining that transferred IBM accounts reflect on average only tens of thousands of
dollars of purchases per year and that IBM owns no transport facilities). Finally, it would
plainly be inappropriate to use the Global Venture's press release forecast of more than
$6 billion in revenue for the two global businesses in the first year of operation as a basis
for estimating global MNC services shares. That year 2000 forecast, which is obviously
aspirational, includes not only typical global corporate communications services, but also
projected sales of other services to MNCs, including domestic services and services
typically purchased by carriers, such as IDD and IPLCs. Further, the forecast assumes a
very large annual market rate of growth between 1998 and 2000 (and thus a more than
$37 billion market size as compared to the $13.9 billion assumed by CIT).

19 The EC's "worst-case" share estimates reflect extremely flawed analyses based on
informal polls of only six carriers (including AT&T and BT) and an unspecified number
of customers and a third party's unverified analysis of the telecoms expenditures of 200
selected customers. Applicants strongly believe that the results produced by those
methodologies significantly understate the size of the relevant market and significantly
overstate the positions of Applicants in that market. Nonetheless, as noted above, the
critical point is that the EC properly determined that the Global Venture could not harm
competition even with a relatively high share given the high degree of current and
potential competition.
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Respectfully submitted,

~='-"= 0.U-- /~
awrence J. Lafaro I

AT&T CORP.
295 Maple Avenue
Basking Ridge, NJ 07920
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Comm••lon elsal'l BT/ATaT Joint venture with
CGddttlo.... In the UK market

171. E",.".. ComlfllMlo" ".. ..-rvnct ... Cf'llfIOrJ of • Ieit'd "..,...
~.".,."T.l."".,.,.""NIIon. ,.,,, tUIQ .,.dA1'T Co'1' (UII). 11N..
c""""r ."", pruwn fila"'" __om",uniG.".. .""'r.;M fo mulflnaU."
cOIffINU'IH ..d~ CfUTf.". ""'~ Co ..... ~"'unl~
~1Wt. TM IJIOPfJftd opwflfJOII .... .,.tJetI ...
.,.",... IR".. .eI"",, .T M4I Ar&T /II rrte CI« IIId ,..""'"
....."". CHI""'. aIlIHrtiftOtI II, AT&T. .". i$ til. ",.t rltt:l8l.., ...
"".. • nco"~~ VllWh It.. IIWoInd IN ......"..", ., .
........a" .".",- "". II,. " ... AI'ft/w 2(4J ot m. At.,..,. _gcRffGft fIMt
......, InfO~ aft 1m".rch f'.
T'h8 d41Cl$lCn Ia 'h8 fnl't'Nll cordulW:ln of ., in-oopth lnqlllrY wNch tie OommlAion
llert.d <In 3 o.l(;Ur,!bet 19-' 'OIlOWl\g Ita pNfImlnaly ir'NlMdOa1iM Ifttr ft.
notitIaldan at I'tA ",,_ration QtI 3 NQ¥embef 1088. r". OommIHion fWIrIli1ed in·
depth tour majOr lrea. wt1tre tt'lo aperlltiOl'l MJId poI1Iibl. _d to • c:rM1lon or
"'.ngttloNrlg of • dominant marIc~ politI/an: If,. .r_ uf glQbal tMtoor,w,U\ICaICIt\S
_'IleA fOr mURlr\ltlQnBt CDJ)Ota'" eUftomn, inwmltlonaJ Glrtlor~
taIooommuftloatJane ,1rVfoN QfI dw UK.US feMe ..-ld~ int-mdonll vote­
~, Mnriaes in 1M Ut<. ~"horMOte, it lnYw"'d PQ8~ coounfNtIon
CIffeotI 01 1rI. Propo.II'IId JoInt veNUti 1ft ''''' UK b.ew.efl lee. • wMIly-vwnOd
~ of .IT'''''.bot¥Mn Or~ Tel......., in whlQh AT61' ,"rough ~. holds.
22%_Iw .rId ~rQIng the dltfrfhullon Of AT&t/UnllOunile00'" in ttIe UK.

The Qornmi_ &Jul9Wkldgtd ¢1M 1f1e current mate of cornp.tltlon in "'...
lm.mat\onSl ..-n.:otl off...d the~••ry an'4lronlMf\t N ~18 tne vtnture Ia
go IolWlta. on '"' gIOCIll tullK:OmmunlC:SltlOns 18Mott m.mc". d'lo F*MtI ~ve •
~ ma,1atC ..,.. of b• .,..., $00080"-. Th'- II • Q~n&mic m-., and .....
.,. I numoer Of eamptU10rt such .1 Mel WOl'~CO,", QiobIIIOnw and E!qu8n1
p,..wrt em the morket II wwll • lutll1antlll number of pot.t\1Ial camptCi.... On
tr.. inWnMttJna' Mrrl., tltvicM marUi, It _pp_'. "_I the partt.' c;ornblned
8har. of tot.l irlMtnational t1l1t1wraltraf'lC III I'cund \ 8% Wltn .1\I,,~ n\lmbtr
t!.I cnrnp..ti~r•• b,,1h :It ~",..urop.an alld gl" levels. PI" of thlm du. eo the
..labltity gf Inc,,,,"ng InInIJnI. 0' ~paclty~ a flit dlCl'Nling COlt. On tht UK­
US 1OlM, tho partl. hall" ilbOUI half 'h. waffle IIOWlI in ~.r riI,.,\otI 1M ....
th"'l 20% Of U'll e.t~Ity. wtth pleP1tifuf addlficlnlf capad1r awtallll:l'e wtwoh II fl_
In prioo thull petrMtlr'i lhe IntJY 01 nlW CClmpetilO", on ftle alreldy wry
CGItIpCl"..... rOut.. Ae fot' th., UK I'1Wtlw~ no Ivld... of .. onaion ar
Gt~gthe"lnVat _ GorNr141nt pollt10n could n. 'cund cu.t WOUlg nave r.UIt6lI trOI"/J
IhB ercaation 0' th. JoInt Ylnt....

HC)wevcr. \11'11I8 CC'-ordinatlOn cone,u'ns .,. ia.-utled 01'\ UK mltkftt. Apart ',om
t.... 'II'-tlad to ACe ,,"d TltteWMt, • U\trcI onfl .",..rud in tt,. COYrR of the tn
depth IrMtsl!Qe.l1on. In ,8latiOl\ with th. dj.trlbl~'" of AT6TlUnlwUroe -.YlCu In
the UK. A1&r have otfert<i ut1dertlltlnal WNch MmlV* aU oC tt,•••c~
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1tltee Undlt1&klng8 are Ihe m~.tm4NU ~f /ttX. Ul(. 1he Of"tlo" of a ,rultlr
stI\Ictu,..& .."abO., bv,.,.,.,n Allr ana r• ..,..t .00 11'18 ablll'r tor andl.t
dltttlhutor.PItt 110m AT&T UK t6 be appolnted to <letribute AVOS eeMQtM In the
UK. p AT"T UI\ wtU De wound up. SUbject to rull complilnc•• ttl..
'U'daMlctngSl, tho CommllUior. thenrfor. ~.r.-d thtI concentration camPAIiDtII
with the~monmarket.

The Caml'l'lt.81on'. approval of this aper.tion makM it in pa~ul... ~"b" for the
nft 1ST/AT&T JOInt venturllr,t a-If ~pondon the UK·VI tOuto. 11\ "'eligh' .,.
thls dGCI." and ot ate tlnl:At IUS on .,. \Df11Pdw _~ Qf theae "".nab"
mariClCl. ttlllt C"'.tltTIrnia.lon will .tw ,...,.., D\lrtvtlt s,*",,"lan. GanOImlng lh4l
lftinQ of oondltlonal .,taM;hecJ lU OO'ler dedtiOn' it ha. rak8tl "' ttll!l at... In
paftlCUI.r ttl. Att.IfGIOb.IOn. liIeoltlonl. iI'1 C)fder to furU~r towNf QQrnpBtIIlon,

....round

lIT it aurrdy 1he fifth \liW"t leltwmmuniQlllonl OP'l'IIto, world-__ by
turncwer. It. ,,'ln~.t .~ty It ~ Il~pply at tt~mu"'tlon.~••nd
equlpnl8nt In lhl uK. BT is 1110 actille Intam.lionaIly, notab'" "" Europe through
COnoel't (wt'dly owned el.l'-ldia"Y) and othet ~urog.n loInt wntunas IIUOh a8
e.g.I In franc,), D1·vtlaln Oal'l'N"~.and A2Ncom i" ItaJy.

AT.' II curt'ldly the ••oond biiQtttt wlecclitnmUtUcarion, op....tor WQrId.wltJ. by
C..newr, ond fife' us 10119 dlslance "JeOOnVI'lJnI~opIIratot. AT&T,. 1liiio
~ve 'n,.,.,.uonIMy, notably In tt~ UK where It QpMa1d • uruup of~
atbaidary ClUmp.rns tnclUUlng AT"'T COmm_ ute, and Ace Lang Oi.-nc. UI<, •
tubaifJart of ACO Corp.. "TIT" _ IIICdy comptlNd Ita merger wlth T"
~nlCRllonll. 1f'C (Tel)•• UI oo'POfGtitn "lit Q\'Wftf epp~l"ft8laly 224Kt In
Teillweat OommUlMUOM, a UK oAOle com,..,y off.ring 'elwition channoJe.
18~y ..Me.... data OOft1munlCatlon. aervlw., lAnd Inttmll caes•• A rAT
C""CWltly hla. Ihateln AUCS (AT&T.. UriIOCUN Oomnu,f'foatton. e.~). It la
alto a mtm'-, ot the Wortdll'rtr\8lt alllinee which ~ mlldo up of .T&.T. ICOO,
Sln;apore TIl8Cl1ffi, Utlltourae *nd Telatra. Both AU08 and WOfldP....,..
pP'OVide QlOO4I tcJl9COmmUnK:*llcn, HfYiaAfl to mUlUnatienal uo"er.tIOf1'l ~t
A r&T d1atrJbutH in tho US, .. welf •• in the UK fot AUC5H~.

Th. parent oofTlpa,,1e6 Mil Ir""", "'- bulk or tt\1Itr intetft....1
tellCOfMWnlCltloM facilities and alhwt .... lnoluditag sre ••ting ~"""
actMtIn, 10 the joint venture. TM JoInl vemure wIlln p;utlCUlaf hi.... t.....rnId wIt'" parent" astl"; earrtipOflCfeN COIlt~1 Urn.tI.,.. 0"-~;.c.bkl
lundin, sfnona 1!.r1d In~"llblA Might. ()f u.. (tAU.) Int.,.... in .-blts, Tit.
~ vent",. 'NiI1 i"~lly 1&1'&. targ" mu&unltlOnlt coms:Ill"ies In the flnanoIIl
.'IVlC88. Detml8lim and aT teatOfL The paN",~lest.nd othtf Oll1rlbldl:af'l,
will _1,ttiDut1t p~~1.10 oth.r t"ftUl1tnaaon.I campa",...

The MWyi~~ have InfOrmtct the Ccmmilllon that ,.. .one 1M ckeltltu,. at
A(;C UK. Ar&T Inter*d to otoM""n it. AT&T UK IUbIkiarV. and ,..,yld wtttalW
Ita IthN. In AUCS. Wortri Partfte... and Aroot (Q.,..,..,v>. at ... ~ ~ l
tnItl.ltlonaC ,.r1od,

The optl'ltiofa..noUftld on 3 NovvmbGr 1898. Following & prelil'l"lnery lIIr1qulry, 111.
CMVrUtlion adoptGC,i II dtQi*on to lI&uo~ f." In-CIepcn enqulty On 3 e-oenMi' 1MI,
••r Il had conclCNM in th. rellOWl"" .'fIB. :

• au ......
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- the partial Gornbk'led mlrket poIitiol"l on 1ft. gCobla1~ for the pt"CMllic:ln at
g1Qbll tItIcommunleatlon, .me. to 'lIVe multlft.tio_ ~pMl", on that
far 1h. PfO\1IIOn Of Intema\lOnal Glrrler 8eMoa to at"" OPerItor-. Ind on ..
UK IMrtwI fOr thB pravlllOl\ of InwrnallClMl YOiGe t.1'PhonV ItMcee 01'1 the
UK-US rQt.Cle :

• tM -Her.t af t.. etf.lIInJon of ttN joInt ,*"w,.. '"-'ii'll to the poslibl. erNtfon or
8fr9nglhenlnD of • dominant po.mon fOr carbIIn t81lGQmmunlalto~ "rvIW1i in
1M UK.

• pgell6ble co-clUlnatlon dlCli of "". P!'GPO"d Joint venture In tho UK bInMen
.t.oe. 8 W'Iotly.owne OUb".ty of AT&T, _ b..., ItT Md To...... In
whl",," "T&T f1rawgh Tet hClkla • 22% .....
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